INTRODUCTION
In 1994, national health expenditures (NHE) consumed 13.7 percent of the gross domestic product (Levit et al., 1996) , reaching $949.4 billion. The 6.4-percent growth from the previous year was the slowest growth in more than 3 decades.
The analysis presented in this article builds on the national health accounts (NHA), which present spending by health care bill payers such as Medicaid, Medicare, and private health insurance. The NHA estimates are rearranged and disaggregated to permit an examination of sponsors of health care who provide funding to bill payers. These major sponsors of The authors are with the Office of the Actuary, Health Care Financing Administration (HCFA). The opinions expressed are those of the authors and do not necessarily reflect those of HCFA.
health care are business, households, and governments, with a small amount of revenue coming from non-patient revenue sources, such as philanthropy. Sponsors' spending is measured as expenditures for health services and supplies (HSS) that represent the cost of health care excluding research and construction. Some payments for HSS by sponsors pass through health care bill payers such as insurance and government, while other payments flow directly into the health care system. In this article, one additional layer (a breakdown of business and household) is revealed beyond those presented in NHA. Ultimately, however, the individual bears the primary responsibility of paying for health care through health insurance premiums, out-of-pocket costs, philanthropic contributions to health organizations, income taxes, earnings reduced by employers' health insurance costs, and higher costs of products.
In 1994, $919.2 billion was spent on HSS (Table 1 ). The private sector, which includes business, households, and nonpatient revenues, accounted for 63 percent ($577.3 billion) of HSS. The public sector accounted for the remaining 37 percent ($342.0 billion). Expenditures by the public sector include only general revenue 1 expenditures by Federal, State, and local governments. These expenditures include funding of health care programs and government employer contributions to health insurance plans and to the Medicare Hospital Insurance (HI) Trust Fund for their employees.
From 1965 to 1990, the household share of HSS fell from 62 percent to 36 percent. From 1965 to 1990, both the business and public sector shares grew, from 16 percent to 28 percent and 21 percent to 33 percent, respectively. Between 1990 and 1994, household and business shares each fell 2 percentage points. At the same time, the share paid by the public sector rose 4 percentage points, the most rapid increase since 1975. In 1992, the public share of expenditures for HSS exceeded the household share for the first time.
BUSINESS SECTOR
Health spending by private business grew to $241.3 billion in 1994. This is an increase of 6.6 percent from the prior year. Business health spending accounted for 26 percent of HSS (Table 1) . This share grew from 1965 to 1989 but decreased slightly from 1990 to 1994 (Figure 1 ). The majority of private business spending was for the employer share of private health insurance premiums and contributions to the Medicare HI Trust Fund. Payments for programs such as workers' compensation, temporary disability insurance, and industrial inplant services also are included.
In 1994, premiums for employer-sponsored private health insurance cost business $179.5 billion, 5.6 percent more than the previous year ( Table 2 ). The 5.6-percent growth rate for premiums was the slowest since 1965 and continued a trend of declining growth that began in 1992. Since 1991, enrollment in private health insurance has declined, and growth in health care costs has decelerated (Levit et al., 1996) .
Influence of Managed Care
As more employees switched to managed care plans, growth in employer-sponsored premiums started to decelerate. Managed care plans typically charge lower average premiums than traditional indemnity plans (Foster Higgins, 1994; KPMG Peat Marwick, 1991-95) by controlling provider costs and utilization of services. At the same 1965 1967 1969 1971 1973 1975 1977 1979 1981 1983 1985 1987 1989 1991 1993 Calendar Year SOURCE: Health Care Financing Administration, Office of the Actuary: Data From the Office of National Health Statistics, 1965-94. time, employers were able to pass a higher share of total premiums to their employees.
In 1986, almost 90 percent of health plan participants in medium and large firms 2 enrolled in traditional fee-for-service plans; however, by 1993, the number of participants had dropped to 50 percent ( Figure  2 ). Enrollment in health maintenance organizations (HMOs), typically the most restrictive of the managed care plans, grew from 13 percent to about 23 percent of all plan participants between 1986 and 1993.
The fastest growing type of managed care plan was the preferred provider organization (PPO). These plans grew from 1 percent of health plan participants in 1986 to 26 percent in 1993 (U.S. Bureau of Labor Statistics, 1994a) . PPOs attempt to lower costs by selecting providers that meet their criteria, which could range from location to 2 Small firms and State and local governments showed similar trends. specialty to practice patterns. Then PPOs negotiate a fee schedule with these providers. Many traditional fee-for-service plans now generate a list of pr ferred providers for participants. The advantage to the participant for using the preferred provider is lower out-of-pocket costs.
Contributions to Medicare
The Medicare HI Trust Fund is primarily financed through Federal Insurance Contributions Act (FICA) taxes. The trust fund is used to pay for inpatient hospital care and other related services for 32 million aged and 4 million disabled persons covered by Medicare. Employer contributions to the Medicare HI Trust Fund reached $40.3 billion in 1994. Employees and employers each contribute at a rate of 1.45 percent of the taxable earnings. Self-employed persons contribute at a rate of 2.90 percent. 
Percent
The significant increase in contributions for 1994 (13.3 percent) was a result of the Omnibus Budget Reconciliation Act (OBRA) of 1993, which removed the cap on the maximum taxable amount of annual earnings. Before OBRA 1993, contributions by employees, employers, and self-employed persons were based on wages and salaries up to $135,000 (the maximum taxable amount of earnings in 1993). The change in OBRA 1993 allows for all earnings in covered employment to be subject to the HI contribution rate (Board of Trustees of the Federal Hospital Insurance Trust Fund, 1995).
Other Business Spending
Workers' compensation and temporary disability insurance contributed a total of $18.3 billion in 1994 to business health care costs. Recently, there have been major changes to workers' compensation laws aimed at controlling costs. In 1993, changes included the introduction of managed care plans in 12 States and the passage of legislation allowing or requiring deductibles to be written into workers' compensation insurance policies in 7 States (Berreth, 1994) . Industrial inplant services, facilities, or supplies provided by employers for the health care needs of their employees were $3.0 billion in 1994.
Business Share and Burden
In 1965, business paid for 16 percent of total HSS. By 1990, the share had grown to 28 percent. However, since 1990, the business share has decreased slightly, from 28 percent to 26 percent, reversing the 25-year trend. The share has declined as business tries to control their health care costs. (Kronson, 1991 Bureau of Labor Statistics, 1994a) .
Burden is a gauge of a sector's ability to pay for health care, using a comparison of health spending against capacity to pay these costs. In the business sector, burden measures such as business health spending as a percent of labor compensation and profits have either declined or stabilized in recent years (Table 4) . Business health spending as a portion of total compensation grew from 1.8 percent in 1965 to 7.5 percent in 1992 and maintained that share through 1994. Another measure, business health spend- ing as a percent of corporate profits, 3 declined from 1993 to 1994. Business attempted to control its rising health care costs by switching to managed care plans and shifting costs to employees. These strategies, along with other marketplace changes (such as decelerating growth in benefit costs) seem to have stopped (or at least temporarily reversed) the rising impact of health care costs on business. 
Real Compensation
Since 1993, growth rates of real total compensation and employer health expenditures have moderated. Real total compensation per private and government employee grew at a 0.8-percent average annual rate from 1965 to 1992 (Table 5) . The health care component of real total compensation grew at an average annual rate of 6.3 percent for the same period. From 1992 to 1994, however, growth in real total compensation slowed to 0.4 percent, while the employer health component grew only 1.6 percent. Despite slower growth in employer health costs, real health care expenditures per employee continued the historic trend of consuming more of real compensation through 1994. However, data from the March 1996 Employment Cost Index show that there may be a reversal of this trend, as wages and salaries grew faster than health benefits (U.S. Bureau of Labor Statistics, 1996b) .
HOUSEHOLD SECTOR
Households spent $310.1 billion on health care in 1994-an increase of 5.3 percent from the previous year. Household expenditures include the employee share of employer-sponsored and individually purchased private health insurance ($70.6 billion). Additionally, households paid premiums, contributed to the Medicare trust funds ($64.7 billion), paid out-of-pocket costs for health care services not covered by insurance, and paid deductibles and copayments ($174.9 billion).
The share of HSS paid by households has been declining, from 62 percent in 1965 to 34 percent in 1994. Since 1988, this decline in share for households has been more rapid than for the previous 10 years ( Figure 1 ). This decline is related to a deceleration in the growth rates for household-paid private health insurance premiums and out-of-pocket costs for services (Table 6 ). Growth in private health insurance premiums decelerated from 19.7 percent in 1988 to 3.5 percent in 1994. Growth in out-of-pocket payments by households, like private health insurance premiums, decelerated during the 1988-94 period, from 11.3 percent in 1988 to 3.2 percent in 1994. Growth in private health insurance premiums and out-of-pocket pay- 1965 1970 1975 1980 1985 1990 1991 1992 1993 1994 1965-70 1970-75 1975-80 1980-85 1985-90 1990-91 1991-92 1992-93 1993-94 1965-92 1992-94 1965-70 1970-90 1990-94 1965- Includes employer contribution to health insurance premiums and to Medicare Trust Funds, and workers' compensation and temporary disability insurance.
3
Includes private and public pension plans, old age, survivors, and disability insurance (Social Security), railroad, and pension benefit guaranty. 4 Includes employer contribution to unemployment insurance, life insurance, corporate director's fees, and several minor categories of employee compensation. SOURCES: Health Care Financing Administration, Office of the Actuary, Office of National Health Statistics; U.S. Department of Commerce, Economics and Statistics Administration, Bureau of Economic Analysis; and U.S. Department of Labor, Bureau of Labor Statistics, 1965-94. ments decelerated at the same time that managed care plan enrollment was growing (Figure 2 ). These plans typically have lower premiums and lower out-of-pocket costs than traditional indemnity plans.
Growth in household spending for Medicare premiums and contributions generally decelerated from 1988 through 1993. In 1994, however, the removal of the maximum taxable earnings cap and an increase in the taxation of Social Security benefits caused household payments to Medicare to increase.
Household Burden
The household burden, as measured by comparing household health care spending to adjusted personal income, remained stable from 1992 to 1994. During this period, out-of-pocket spending for premiums and health care services and supplies was 5.7 percent of adjusted personal income (Table 7) . Previously, from 1984 to 1991, household health spending had grown steadily faster than income, consuming 4.6 percent of adjusted personal income in 1984 and rising to 5.6 percent in 1991.
The elderly continue to bear a larger health care burden than the non-elderly (who have experienced very little change in burden in the 1990s). Households with reference persons 4 65 years of age or over spent more of their after-tax income on health care costs (11.9 percent) in 1994 than households headed by non-aged persons. The elderly use more health services than the non-elderly population and incur more out-of-pocket costs, especially for some care not covered by Medicare (primarily prescription drugs). 4 According to the Consumer Expenditure Survey glossary: The reference person is "the first member mentioned by the respondent when asked to 'Start with the name of the person or one of the persons who owns or rents the home.' It is with respect to this person that the relationship of the other consumer unit members is determined" (U.S. Bureau of Labor Statistics, 1995c) .
PUBLIC SECTOR
Health care expenditures by Federal, State, and local governments reached $342.0 billion in 1994, exceeding spending by either the business or household sectors (Table 1) . From 1965 to 1994, the share of HSS paid by governments grew from 21 percent to 37 percent, surpassing the individual share in 1992. Government bears the largest share of health care costs for several reasons. First, the public sector is frequently the insurer of the most vulnerable portions of the population: the aged, the disabled, and the poor. The democratic process also makes it more difficult for the government to respond quickly to marketplace changes. As the government share of health care costs has increased, health care has become one of the most hotly debated topics in the political arena.
Government expenditures are those for health care spending in Department of Defense and Veterans Affairs facilities; grants for needy population groups, such as the elderly, the poor, mothers and children, American Indians, school children, and the disabled; public health activities; and State and local government hospital subsidies. Only the general revenue contributions and interest income in support of programs such as Medicare are included, while dedicated tax revenues paid into the trust funds for specific programs are excluded. Also included are expenditures that governments pay on behalf of their employees for health care.
Federal Government Share and Burden
The 
Medicaid
Medicaid, funded by both the Federal and State and local governments, experienced large spending growths during 1990 and 1991, followed by a deceleration in growth from 1992 to 1994. The increases were the result of changes in the Federal requirements for increased coverage of women and children and other categories of enrollees; increases in the number of people eligible as a result of the economic slowdown in 1990 and 1991; and increases in payments for disproportionate-share hospitals. In 1991, legislation was passed to curb the increases in Medicaid costs resulting from tax-and-donation schemes and payments for disproportionate-share hospitals. These changes became effective in 1994.
Other changes have been taking place in the Medicaid program during the 1990s. The Medicaid program was established as a fee-for-service system, allowing recipients freedom of choice. In the 1990s, through various waiver programs, 5 States have been able to develop and implement managed care programs. Following the trend of private business, many States have been enrolling Medicaid recipients in managed care programs to control costs, foster a patient-provider relationship for recipients, and provide continuity of care. From 1991 to 1994, the percent of Medicaid recipients enrolled in managed care plans grew from 9.5 percent to 23.2 percent (Health Care Financing Administration, 1995).
NON-PATIENT REVENUES
Non-patient revenues funded 3 percent of all health care spending in 1994, a share maintained since 1979. Non-patient revenues consist of philanthropic expenditures for health care services and other revenue sources of institutions, such as hospitals, home health agencies, and nur ing homes, that are not directly associated with the delivery of services. The sources include 5 The Omnibus Reconciliation Act of 1981 amended the original provisions of the Medicaid program to allow States to restrict freedom of choice for beneficiaries (section 1915(b) ). In addition, under the research and demonstration waivers authority (section 1115), States can mandatorily enroll Medicaid beneficiaries in managed care programs. These waivers must be submitted to and approved by HCFA revenues from gift shops, cafeterias, and parking lots. In 1994, $25.9 billion of health expenditures were funded from this source.
PRIVATE HEALTH INSURANCE PREMIUMS
Of the $919.2 billion spent for HSS in the United States in 1994, more than one-third ($313.3 billion) was spent on private health insurance premiums (Table 9 ). Total private health insurance premium spending was up 5.7 percent from 1993. However, since 1989, the annual growth rate for premiums has fallen by almost two-thirds. This downward trend reflects changes in health insurance plan costs as well as private health insurance enrollment.Although the growth in managed care dampened the increase in the average premium cost of health insurance plans, overall enrollment in private health insurance actually declined (Levit et al., 1996) .
Private health insurance spending is categorized into three principle payer groups: employers, employees, and individuals. Employers and employees (and retirees) contribute to premium costs associated with employer-sponsored health insurance. Individuals purchase insurance directly or through association groups. One popular form of individually purchased insurance is "medigap" policies, which supplement coverage obtained through the Medicare program.
Employer and Employee Premiums
Of the $313.3 billion spent on premiums in 1994, $290.3 billion was spent by employers and their employees for workplacebased private health insurance premiums. Since 1989, the overall rate of growth in employer-sponsored private health insurance premiums slowed markedly, reaching a low of 6.6 percent in 1994. After years of double-digit increases, the recent slowdown in the rate of premium growth is a very positive trend for business, governments, and workers paying for health insurance, although it is yet unclear how long this trend can be sustained.
Possible factors influencing the recent slowdown in aggregate premium growth include changes in the insurance marketplace, as well as structural and political forces within the overall economy. In recent years, many employers and their employees shifted to managed care plans that offered lower average premiums than traditional indemnity health plans. The switch by employers to lower cost plans helped to slow aggregate premium growth. However, current (1995) health cost indicators (KPMG Peat Marwick, 1991-95) suggest that average premiums for some types of managed care plans (PPO and point-of-service [POS] plans) may be growing faster and may actually exceed the cost of conventional indemnity plans, eliminating the premium cost advantage.
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In addition to market changes, the private industry job mix in the United States is changing. In recent years, employment growth has been concentrated in the service-producing industries, such as retail trade, rather than in goods-producing industries, such as manufacturing (U.S. Bureau of Labor Statistics, 1996a) . Serviceproducing industries, on average, have lower proportions of workers eligible for employer-sponsored health insurance coverage (KPMG Peat Marwick, 1991-95) . As a result, the increasing proportion of employment in service-producing industries lowers the overall growth rate for premium spending per worker.
Other factors, such as the threat of health care reform in 1993, may have had an impact on overall medical inflation and insurance premium costs, but such political influences are harder to quantify. Nevertheless, it appears that employers and the insurance industry are aggressively seeking out and implementing far-reaching cost-containment strategies.
Non-Federal Employer Share
In 1994, non-Federal employers contributed 83.6 percent ($230.8 billion) of the premium cost for their employees' health insurance plans, with the employees paying the remainder. For 6 out of the last 7 years covered by this article, the rate of growth in employer-paid premiums was slower than the growth of premiums paid by their employees. From 1987 to 1994, the share of total health insurance premiums paid by private industry and State and local government employers has gradually eroded, falling a little more than 2 percentage points. Although the decline appears relatively small, at the 1994 level of total premium spending, a 2-percentage-point increase in the employer share would reduce the employee contributions by 14 percent, or $5.5 billion.
The decline in the employer share of total premiums was partially the result of employer policies to shift more of the financial burden of rising health insurance costs to employees. In today's cost-containment climate, it is increasingly rare for anyone to receive 100-percent employer-financed health insurance. Over the last decade, data collected by the U.S. Bureau of Labor Statistics (BLS) Employee Benefits Survey (EBS) (1995a, 1995b, 1994a, 1994b, 1994c) show a steady increase in the requirement that employees contribute toward their health insurance premium costs (Figures 3  and 4) .
In addition to requiring more employees to contribute, employers raised the portion of the premium paid by those contributing employees for health insurance. EBS data show that average monthly employee premiums rose sharply in the latter half of the 1980s and then slowed in the early 1990s. 7 However, the rate of increase for employee premiums varied widely by economic sector and establishment size. The fastest rates of increase in average premiums were in small establishments with fewer than 100 employees (Table 10 ). For example, from 1990 to 1994, the average singlecoverage premium in small establishments rose 63 percent (from $25.13 to $40.97). By contrast, the average single-coverage premium in State and local government establishments rose just a little more than 18 percent during the same period (from $25.53 to $30.20). Average employee premiums in private establishments with more than 100 workers increased a comparatively moderate 25 percent from 1989 to 1993 (from $25.31 to $31.55). Similar percentage increases occurred for average monthly premiums for family coverage in each type of establishment.
In addition to raising employee contribution rates and average premiums, employers have turned to managed care plans to help control their costs. Although such plans offer lower overall premium costs than conventional indemnity plans, the shift has also had an impact on the average employer and employee shares of total health insurance premiums. Survey data show that the percent of total premiums paid by employers is usually lower for 7 BLS publishes an average monthly employee premium contribution for both individual and family coverage but not the amount contributed by the employer to the premium. Although the number of employees participating in employer sponsored insurance is collected, the number participating in either single or family coverage is not. Therefore, an estimate of aggregate employee premium contributions cannot be tabulated from the EBS. Because the EBS cannot provide aggregate employee premium contribution, it does not directly contribute to the aggregate premium data discussed in this article. HMO, PPO, and POS plans than for conventional indemnity plans, especially for family policies (KPMG Peat Marwick, 1991-95) .
In 1994, KPMG reported that employers paid approximately 80 percent of the total premium costs for individual coverage in HMO plans, 82 percent in POS plans, 83 percent in PPO plans, and 88 percent in conventional fee-for-service plans. The differences in employer contribution rates for family coverage were larger, employers contributed a little more than two-thirds of the total premium cost for HMO and PPO plans but more than three-quarters of the cost for conventional fee-for-service plans. The employer contribution rate for family POS plans (73 percent) was the highest for all managed care plans but still 4 percentage points below the indemnity contribution rate (77 percent). Such differences suggest that the effect of rising enrollment in managed care plans would be to reduce the average employer share for all health insurance premiums.
Although these aggregate trends in employee contributions and the migration to managed care were important influences on the employer/employee share, so were certain other factors, including the structural changes in the employment mix within the economy. As noted earlier, private sector job growth over the last decade was concentrated in service-producing industries that have, on average, a lower percentage of workers with health insurance. However, survey data also indicate that when employers in the service-producing industries do offer health benefits, they pay a lower share of their workers' health insurance premiums (U.S. Bureau of Labor Statistics, 1993) . For example, in 1992, the average employer share in goodsproducing establishments was 89 percent, while employers in service-producing industries contributed 84 percent (Table  11) . Overall, it appears that the continuing shift in the industrial composition of the U.S. economy was an additional influencing factor in the erosion of the average employer share of health insurance premiums over time.
Federal Government Employer Share
In 1994, the Federal Government provided 2.4 million active employees and 1.7 million retirees with employer-sponsored private health insurance (Iadicicco, 1996) . Of the $242.7 billion spent by employers in 1994 for private health insurance premiums, the Federal Government contributed $11.9 billion or 3.8 percent of the total costs. Federal employees contributed $3.9 billion of the $47.7 billion paid by all employees for their employer-sponsored health insurance premiums (Table 8) .
Over the last 10 years, the Federal Government employer share of private health insurance premiums increased substantially, from 62.3 percent in 1984 to 75.3 percent in 1994 (Figure 5 ), while the non-Federal employers percent contribution decreased slightly from 86.3 percent in 1987 to 84.1 percent in 1994. Although non-Federal employers continue to pay a higher proportion of the total premium cost for their employees than do their Federal counterparts, the gap in contribution rates has narrowed considerably. The explanation for this trend lies within the law that defines the methodology for computing the Federal employer's contribution and in the plan selection preferences of Federal workers.
Individually Purchased
Individually purchased private health insurance premiums accounted for $22.9 billion of total premiums. These expenditures include premiums for private health insurance policies owned by individuals and Medicare supplemental private health insurance. From 1993 to 1994, the amount paid for individually purchased premiums decreased from $24.2 billion to $22.9 billion. During this time, the Consumer Expenditure Survey showed an increase of approximately 3 percent in premiums paid per policy, while there was a decrease of approximately 7 percent in the number of policies held per household (U.S. Bureau of Labor Statistics, 1984-94) . 
METHODOLOGY
In this article HSS is disaggregated by the sponsors of health care services-business, households, and governmentsrather than by the traditional NHA payer categories, such as private health insurance, Medicare, and Medicaid (Levit et al., 1996) . Spending for health care services measured by HSS, a subset of the NHA, covers the cost of all personal health care goods and services, government public health activities, administrative costs of public programs, and the net cost of private health insurance (Lazenby et al., 1992) .
Most of the estimates (such as workers' compensation and non-patient revenues) presented in this article come directly from the NHA and are reassigned to separate sponsor categories. Other estimates also come from the NHA, although they must be disaggregated before reassignment. Private health insurance estimates are split into Federal and non-Federal (private and State and local government) employerpaid premiums, and household-paid premiums, using data from the U.S. Bureau of Economic Analysis (BEA), HCFA, the U.S. Bureau of the Census, the U.S. Office of Personnel Management, and the BLS. A full description of methods used to produce these estimates has been published in previous articles (Levit and Cowan, 1991; Levit, Freeland, and Waldo, 1989) .
This year, for the first time, estimates of employee share of employer-sponsored health insurance premiums and individually purchased health insurance premiums were published. Data on Federal employee premium contributions were obtained from the U.S. Office of Personnel Management. Data used to produce estimates of non-Federal employee premium costs were obtained from the U.S. Bureau of Labor Statistics and the U.S. Bureau of the Census. These sources included the BLS news release entitled Survey of Expenditures for Health Care Plans by Employers and Employees, 1992, and the Consumer Expenditure Survey (U.S. Bureau of Labor Statistics, 1984-94) .
In the analysis of all-employer real compensation costs per worker, we used counts of full-and part-time employees. However, these two groups do not have the same participation rate for health benefits. According to the EBS in 1994, only 7 percent of part-time employees in small establishments participated in employer-sponsored medical care benefit plans, compared with 66 percent of the fulltime employees (U.S. Bureau of Labor Statistics, 1994b) . Part-time employees in medium and large firms had a 24-percent participation rate in 1993, while full-time employees participated about 82 percent of the time (U.S. Bureau of Labor Statistics, 1994a) . Ideally, we would like to look at the part-time and full-time workers' compensation separately, because their access to health care benefits differ, but such data are not available. Therefore, any alteration in the mix of full-time and part-time workers will affect this analysis.
CONCLUSION
In this article, we review health care expenditures in the United States from the vantage point of the major health care sponsors-business, governments, and households. Overall, health care costs are continuing to rise as a percentage of the country's output (gross domestic product), but the growth in HHS costs has decelerated to a rate not seen in more than 30 years.
Federal Employer Contributions
Slower cost growth has helped to reduce the spending pressure on business, governments, and households paying for health care services. In the workplace, the migration toward managed care, cost-shifting from employers to employees, and changes in the employment mix have dampened premium growth for employers. At the same time, households have experienced lower rates of growth in both premiums and out-of-pocket health care costs. Slower cost growth, combined with increased profits and income seem to be stabilizing the burden health care imposes on business and households.
By contrast, governments face a different health care spending environment. First, State governments are experiencing increasing health care burdens; that is, revenues are not keeping pace with rising 1994, the Federal Government contributed a biweekly maximum of $66.20 for enrollees choosing the self-only option and a biweekly maximum of $141.42 for self-and-family (Iadicicco, 1996) . The biweekly government contribution rate is limited by law to 75 percent of the biweekly premium for any health insurance plan. Federal Employees Health Benefits Guide, 1994 health care costs. State governments have responded to rising Medicaid spending by utilizing waiver programs to enroll more and more Medicaid recipients into managed care health plans. As employers, State governments have also steered more of their own workers into managed care plans while increasing employee premiums. Nevertheless, the burden on State governments continues to rise. The Federal Government also faces an uncertain environment. Although one measure of the Federal Government's health care burden has stabilized since 1992, the Federal share of health care spending continues to rise, and long-term Medicare financing issues have taken center stage.
There are several key questions that remain unanswered regarding future health spending for business, households, and governments. First, as health care plan enrollees complete the transition to managed care, will cost increases remain moderate or will they begin to accelerate? Second, as the industry mix in the United States continues to shift toward the service sector, what will be the long-term impact on the availability of employer-sponsored insurance and the numbers of uninsured persons? And finally, how will the country manage the long-term financing of its public health care programs, including Medicare and Medicaid? The answers to these questions will be pivotal to each payer sector and their future health care liabilities.
